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First Steps in C. S. A. 
10. WAGES 


Il. ECONOMIC ORGANISATION OF SOCIETY 
Section I. Meaning of words 


Economic . Organisation: ie., the organisation which results from 
the different human actions of producing, buying, selling, exchanging 
and using goods and services for the satisfaction of human wants. Hence 
the economic organisation of any country will include all the different 
industries, firms, commercial houses and factories which are busy making 
things for the people of the country, and, in many cases, for people 
of other countries also. 


Capitalism : we. a system of production, exchange, distribution, and 
consumption of goods and services with the following characteristics : 
the majority of the working population is made up of wage-earners ; the 


ownership and control of the entire, or the greater part of, the economic 
organisation is in the hands of a relatively small minority, and lastly, the 
chief motive of these owners is maximum profit. This type of economic 
Morganisation is also known as “Free Economy ”, or “ Free Competition ” 
when stress is laid on the non-intervention of the Government in the 
economic life of the country, and when free rivalry or “competition ” 
exists between private owners of industries. 


Socialism (economic) : te. a system of planned economy which is 
directed by a central planning authority appointed by the State, and in 
which the State owns, in different degrees, the economic resources of the 
ountry. This type of economic organisation is usually known as 

ationalisation, and may be Full or Moderate, according to the brand 
of Socialism of which it is the economics. Communism (economic) is 
merely Full Socialism, i.e., the absolute and complete ownership and con- 
rol of the economic life of the country by the State. 


Section II. The Aim of Economic Organisation 
The aim of every type of Economic Organisation, whether it be 
Japitalistic, Socialistic or Communistic, is two-fold :— 
Firstly, to satisfy the various needs of the people for food, clothing, 
shelter, transport, amusement, and so on. 
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Secondly, to provide incomes for the people. With this income 
people are enabled to buy the food, elothing, ete., which they need. Speak- 
ing in general, income may be in two main forms :— 


(i) Wages: i.e., payments made to labour under contract. In any 
country, the majority of people “live on their wages”; that is, they 
are able to buy what they need, only by using or spending their wages. 
They are wage-earners. 


(w%) Profits and, in general, the earnings of Capital: Every indus- 
try, firm and business concern is in need of Capital, (7.c., money). How 
is this money raised Under Capitalism, industry may raise a loan, or 
invite “investments” in the concern. Now, those private individuals 
whe “invest” their money, are, in justice, bound to receive some kind 
of a return. Such returns are, in general, known as profits or shares, 
according to the conditions on which capital is invested. Even under 
Socialism, the people’s money is used for the industrial life of the coun- 
try, not however, by means of “free investments” but by means of 
Government “loans”, or from the public revenue which is really money 
collected from the people by the Government in the general form of 
taxes. 


Section III. The Parts or the Structure of the 
Economic Organisation 


Every economic organisation, whether of Capitalism, Socialism or 
Communism, contains the following important small organisms or parts:-— 
(a) Production: i.e., the preparation and shaping of maierial 
things till they are fit to be used by man. Production, therefore, includes 
all those different human actions which aim at shaping the “raw material” 
provided by Nature, till they can be used to satisfy man’s several mate- 
rial wants. The most simple material things we use in daily life, say, 
the clothes we wear, or the food we eat, have a long long stury behind 
them, and a number of people have worked to clothe and feed us. Thus 
the cotton shirt I wear is the product of the labour of the cotion-farmcr, 
of the spinner, the weaver , the transport worker, the mill worker and of 
several others who have helped to transform the raw cotton into a cotton 
shirt ! Now, this long work of production requires the arrangement or 
co-ordination of four main factors or “agents of production” as econo- 
mists call them :— 
(i) Land, under which must be included all “the resources of 
nature” or “raw materials”, such as, water of rivers and lakes, mine- 
ralg, timber, which need to be prepared before being fit for use. 
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(uw) Human Labour which is made up of the vast army of.workers- 
all over the world, and who contribute not their material goods and 
wealth for production but their physical energy and _ skill. 

(iit) Capital, i.e., that part of the wealth of country which is em- 
ployed in production and consists of food, clothing, tools, raw materials, 
machinery, etc., necessary to give effect to labour. This is the true mean- 
ing of capital, because it is wealth used for the production of more 
wealth, and it includes a great many commodities other than money. 

liv) Organisation, i.e., the management or administration which 
co-ordinates and arranges all the details and relative importance of the 
other three factors of production. ‘Thus, organisation is considered the 
key to a good economic system. 

(b) Distribution: ie., the sharing or apportioning of income among 
workers and property-owners. Distribution, therefore, is the machinery 
employed by the economic organisation to give to each factor of pro- 
duction its just reward (usually in money) for services rendered, and in 
this way, it shares out among the people the national wealth of the coun- 
try. Thus the Rs. 100 I earn is the money value of the services I have 
rendered as a worker, and this sum of money gives me the power to pur- 
chase or buy a share of the national wealth (e.g., food, clothing, shelter, 
travel, amusement and so on) to the value of my Rs. 100. The main 
types of income whereby distribution is accomplished are :— 

(1) Wages. The greater majority of people in any country are 
wage-earners, that is, people having no property, and therefore, forced 
to live entirely off their wages. Such workers are not so much interested 
in the actual sum of money they receive as in the amount of goods and 
services which their money income can buy. There is, in fact, a very 
close connection between incomes and prices, and our own experience 
has brought this home to us, when while shopping we noticed that often 
prices are so high that we have been unable to spread our money over 
the same amount of goods as we did when prices were normal. 

(i) Profits and investment-incomes generally known as shares. Such 
returns are the remuneration made to property owners and to those who 
invest their money in the economic organisation of the country. This 
type of remuneration is due, in justice, to the property-owners and in- 
vestors, because such people by investing their money or property do a . 
service to the economic organisation of the country, to provide em- 
ployment to workers and deny themselves the immediate benefit which. 
their property or money can bring them. Of course, before the rate of 
profit is fixed, justice demands that the workers receive a living wage. 
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In fact, while low profits may not tend to cause great misery to those 
who receive profits, insufficient wages cause untold misery among the 
workers, as these usually belong to a class which lives off its wages. 


(c) Consumption: «e., the using of goods and services, either to 
manufacture more goods, or to satisfy one’s immediate wants. Thus, the 
-economist will tell vou. that bricks are “ consumed ” in erecting a house ; 
.steel in constructing a battleship ; flour in making bread and so on. 
Hence, in one way or another, all men are “ consumers”, and the wants 
of these consumers regulate, to a large extent, production. On the other 
hand, Consumption depends on :— 


(i) Production. That is to say, consumers cannot have their de- 
mand satisfied unless the things they want are produced. Thus, in India, 
production is still unable to satisfy the demand for numerous household 
goods, or consumer goods, and these have to be imported from other 
countries. In our modern world, consumption depends not only on the 
production of one country alone, but on different countries, each country 
supplementing what may be wanting in one country. Thus in England 
the consumption of tea is made possible by the tea produced in India, 
Ceylon and China. Furthermore, this consumption of Indian goods in 
England would not be possible unless there existed between the two 
countries some kind of trade or exchange arrangement. 


(ii) Trade or Exchange. Trade furthers consumption by making 
it possible for people in one country to consume goods produced in an- 
other country. In early times, this was done by “barter”, i.e., the ex- 
change of goods against goods, say, so many British-made penknives 
against a certain quantity of Indian tea. In our own times, barter is 
hardly employed in trade, and instead, goods are exchanged or paid for 
in money that is, the value of the penknives or Indian tea is measured 
in money and is known as “ price”. 


(iii) Income. The word ‘income’ is here used in a general way 

to cover Wages, Profits and investment-incomes. It is clear that a man 

‘with a large income enjoys greater power for consumption than one with 

-a small income. When incomes tend to lag behind rising prices, the range 

- of goods and services covered by any fixed income tends to contract, and 

this is in turn leads to a bad distribution of the goods and services among 
:the people. 


C.C.C. 


De Nobili Press, Madurai. 
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